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EXECUTIVE SUMMARY
PURPOSE OF REPORT
This report has been prepared to illustrate areas of concern in state tax administration 
that affect corporate taxpayers, tax preparers, and state tax administrators alike. This 
report describes the problems and recommends what we believe to be the best solution 
for each of the areas discussed.
SUMMARY OF RECOMMENDATIONS
Listed below are the areas of concern discussed in this report and a summary of the 
recommendations.
Interest Rates on Assessments and Refunds
• Interest rates should be applied at an equal rate to both refunds and assessments.
• A uniform interest rate should be adopted based on commercially recognized, 
prevailing market rates, periodically adjusted for changing conditions; based 
purely on ease of administration, it is recommended that the interest rate calcu­
lated for Federal underpayments be utilized.
Various Penalties
• A two-tier system of accuracy penalties, modeled on the recently enacted Federal 
tax law changes, should be adopted.
• Non-fraudulent late filing penalties should be at a rate of 5% per month up to a 
maximum of 25%.
• Automatic penalties should be discontinued.
The Reporting to State Tax Authorities of Federal Tax Examination Adjustments and 
Their Effect on State Tax Liability
• There should be a 90-day period allowed for reporting a Federal change to state 
tax authorities.
1
• The starting date for this 90-day period should be precisely defined; it should 
commence after the appellate process is completed.
• States should allow the submission of a simplified report to be utilized for notifica­
tion of Federal changes, in lieu of individual state reporting forms.
• There should be a 1-year additional period for assessments and filing refund 
claims, based on the Federal change.
• The only state changes that should be allowed during this 1-year additional period 
should be those arising directly from the Federal adjustments.
Tax Return Original and Extended Due Dates and Extensions of Time to File Tax 
Returns
• State income tax return due dates should be at least 30 days after the Federal tax 
returns are due, including extensions.
• States should grant automatic 6-month extensions (or 7-month extensions if the 
recommendation stated above is not adopted) upon the timely filing of a Federal 
extension.
• The payment of the final state tax due for a year should be separated from the 
extension request procedure by adjusting the estimated tax payment process.
Statute of Limitations for Assessments and Refunds
• For deficiencies, assessments should be made within 3 years of the later of the 
filing date or due date of the return. For substantial omissions, 6 years should be 
used. No limit should apply to fraudulent returns or returns which were not filed.
• Refund claims should be made within 3 years of the filing of an original return or 
2 years of the date of payment of the tax.
Administrative Appeals Procedures
• After receipt of a notice of proposed audit change, a taxpayer should have 30 days 
to request a conference with the auditor, his or her supervisor, or both.
• Subsequent to that conference and after the taxpayer receives a Notice of Pro­
posed Adjustment, there should be 90 days in which to file a protest and request an 
informal conference with a hearing officer.
• Subsequent to that conference and after the taxpayer receives a Notice of Final 
Assessment, there should be 90 days to petition for a hearing before an indepen­
dent tax tribunal.
• Subsequent to the tax tribunal hearing and after the taxpayer receives a Notice of 
Final Determination, the taxpayer should be permitted to request judicial review. 




The purpose of this report is to illustrate the immense diversity of practice among the 
states in dealing with various administrative, procedural, and other matters related to 
corporate income taxation; to describe the reasons for the diversity and the problems 
they cause taxpayers; and finally, to recommend what we believe to be the best solution 
for each area. Please note that we are not recommending wholesale conformity to 
Federal procedures; we are seeking more uniformity among the states’ procedures. 
The areas covered in this report include —
• Interest rates on assessments and refunds.
• Penalties related to (1) the accuracy of reporting information on tax returns, 
(2) the failure to timely file tax returns, and (3) automatic penalties.
• The impact of Federal tax examination adjustments on state tax liabilities.
• Tax return original and extended due dates and extensions of time to file.
• Statute of limitations for assessments and refunds.
• Administrative appeals procedures.
In some of these areas, many of the Federal procedural rules have changed dramatically 
over the last 30 years. In many cases, state rules were patterned after the initial Federal 
rules. Today’s problems are caused principally by the fact that some states have moved 
faster than others in changing their rules to keep up with changes in the Federal rules; 
the problems are compounded by the fact that states that have moved faster in changing 
some rules have not been consistent in changing all their rules.
It is clear that there will be many technological changes over the next few years, which 
will no doubt lead to procedural rule changes at the Federal and state levels (e.g., 
electronic filing of returns, method of payment of taxes, etc.). States must realize that 
they will certainly have to change procedures in the future and should not fear moving 
more quickly away from older ones to make it easier for taxpayers to comply with 
various state laws and rules.
What is recommended should, for the most part, have little or no effect on states’ 
revenues, except during the implementation period. In fact, an advantage of more 
administrative uniformity is that resources now spent by the states to deal with adminis­
trative matters could be devoted to revenue enhancements. Likewise, if there were 
fewer state procedures, it would be easier for corporations to comply with them; this 
would lead to fewer disputes.
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Further, more administrative uniformity would not impinge on the states’ right to 
determine their own tax bases and means of raising revenue. This report does not deal 
with the determination of taxable income. It deals only with administrative areas.*
Some state personnel may believe that multistate corporations have large, internal state 
and local tax groups to monitor the various state rules in these areas; therefore, change is 
not necessary. This is incorrect in several respects. First, many multistate corporations 
do not have large state and local groups. Second, even those that do can easily make 
errors due to the diversity of the rules. Third, there are many small multistate corpora­
tions that have no separate state and local tax groups.
The diversity of rules becomes a trap for the unwary. It is also costly for multistate 
corporations to keep track of and comply with these rules. There is no easy solution, as 
there might be for keeping track of different sales tax rates, which can be performed by 
commercially available computer programs.
To summarize our views: What is needed is a simple, uniform, and rational system of 
administration that is fair to both states and taxpayers alike.
It is important to note that the charts in this report identify and illustrate areas of 
diversity among states and compile state practices as of various dates, mostly from 1988 
through January 1989. IT IS NOT INTENDED THAT THESE CHARTS BE USED 
FOR RESEARCH PURPOSES OR FOR COMPLYING WITH ANY STATE TAX 
ADMINISTRATIVE PROCEDURES. THEY ARE INCLUDED ONLY TO ILLUS­
TRATE THE DIVERSITY OF STATE PRACTICES IN THE INDICATED AREAS.
* The only exception to this is a discussion of differential interest rates used for refunds and 
assessments by some states. A change in this policy will have an effect on revenue in these 
states.
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INTEREST RATES ON 
ASSESSMENTS AND REFUNDS
DESCRIPTION OF PROBLEM
Interest rates used by the states differ both in amount and application, especially when a 
refund rather than an assessment is due. It does not appear fair, for example, to charge 
prime plus 5% interest on assessments but allow no interest on refunds, as is done in New 
Jersey, or to charge 18% on assessments and allow only 9% on refunds, as is done in 
Wisconsin. Interest when charged or allowed should be for the use of money at a rate 
recognized as fair for such use and should be equally applied to refunds and assessments.
Differences in interest rates applied to refunds and assessments are detailed in 
Appendix A. Fifteen states have different rates for refunds and assessments, with the 
average variance being 6 percentage points. Seven states use the same rate as the Federal 
government interest rate. Four states have unstated rates that vary by formula but are 
equally applied. Twenty-two states have equally applied rates that average 11% but 
range from 6% to 18%.
As to how rates change, we find: The rates in 7 states are tied to changes in the Federal 
rate. Fourteen states require legislative action or some type of statutory change to effect 
a rate change. The rates in 10 states change when some key rate such as the prime, local 
bank, or Federal Reserve rate changes. The rates in 5 states change periodically based 
upon review by a state taxing authority. The rates in 5 other states change periodically, 
but the basis of change was not stated.
Much of the states’ reasoning on their rate differentials between assessments and refunds 
is based on the high interest rates, charged by banks and other lending institutions at the 
time the rules were instituted, that encouraged taxpayers to borrow from the states. Now 
that rates are lower, the situation has changed.
To the extent that the interest rate is higher than a rate states could have earned on 
timely deposited funds, an additional penalty is being imposed upon the taxpayer, 
which only erodes the taxpayer’s perception of fairness within the system. We believe 
that the tax collection process is not a commercial enterprise and therefore a rate 
differential, such as the one between loan rates (assessments) and savings account rates 
(refunds), is not appropriate.
The use of higher-than-market rates or higher rates for assessments than for refunds 
puts the taxpayer at a disadvantage. In fact, the taxpayer may be penalized for maintain­
ing a more aggressive position different from that maintained by the state taxing
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authority. When the rate differences or the rate itself becomes excessive, the taxpayer 
may be coerced into maintaining a less aggressive position. The complexities of the tax 
system are burdensome enough without adding punitive interest. Further, if the interest 
rates were the same, the states would not have an incentive to unduly delay the 
processing of refund claims. When penalties are appropriate, they should be charged 
and set forth as such.
The use of a uniform rate such as a prime rate determined by the Federal Reserve 
Board, the rate used by the IRS, or a rate based on U.S. Treasury bill yields would be 
accepted as fair, since it would be a rate already used and recognized in the market­
place. Furthermore, the uniform adoption of such a rate would simplify the calculation 
of tax and the preparation of the many state returns due by multistate corporations, or 
by tax practitioners whose clients are located and/or operate in numerous states.
The use of a uniform market rate for refunds and assessments has been adopted in 
various position papers issued by national organizations.1 One proposed that interest 
should be paid on overpayments of tax at the same rate as prescribed for underpayments 
and that the interest rate should be established using the average prime rate determined 
by the Federal Reserve system. Another suggested in model legislation that the interest 
rate be 90% of the predominant prime rate as determined by the Federal Reserve 
system.
Given the current rate of interest utilized by the states and the length of time required to 
resolve some audit issues, the major element of any assessment can easily be the interest 
factor. Many changes are not made on the state level until after a Federal examination 
report is issued, which may be 5 to 7 years after a return is filed. Under those circum­
stances, the interest due can exceed the additional tax being assessed.
RECOMMENDATION
We recommend that a uniform interest rate be adopted and applied equally for refunds 
and assessments. We recommend that the rate be based on commercially recognized 
prevailing market rates, periodically adjusted for changing conditions; purely for rea­
sons of ease of administration, we further recommend that the interest rate calculated 
for Federal underpayments be utilized by the states.
1. See, for example, Tax Executives Institute, Inc. “Statement on Administrative Issues Relat­
ing to the Determination and Collection of State and Local Tax Liabilities.” Submitted to 
the National Association of Tax Administrators, April 15, 1987; American Bar Association 
Committee on State and Local Taxes. Legislative Recommendation No. 1983-5; and COST 
(Council of State Chambers of Commerce, Committee on State Taxation). “Suggested 
Model Legislation.”
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VARIOUS PENALTIES, INCLUDING 
ACCURACY PENALTIES AND PENALTY 
FOR FAILURE TO TIMELY FILE
DESCRIPTION OF PROBLEM
Penalty rates for the same action vary among the states even more widely than the 
interest rates do (see the previous section). Filing a tax return 1 day late may result in a 
penalty of 1.5% in 1 state and 25% in another. Also, numerous states impose automatic 
penalties whenever an assessment is made.
Penalties should equitably relate to the specific failure to conform to the tax law and 
should encourage future compliance without being excessive. Automatic penalties do 
not promote a sense of fair play, especially when they must be paid before any request to 
abate or reduce is recognized. Why must taxpayers be coerced into maintaining safe 
positions in the interpretation of the complex tax law that they deal with? Such penalties 
are one-sided, for no credit is given when taxpayer positions are challenged and such 
challenge is found groundless. Penalties for abuse, negligence, and fraud should be 
available to be imposed, but not all assessments are the result of uncovered abuse, 
negligence, or fraud. Most taxpayers believe that they have paid the correct tax due 
when they file their tax returns. Legitimate interpretative differences of tax laws can 
exist without the automatic inference of wrongdoing being true.
States are not dealing with the same set of standards; the rules and rates vary widely. 
Surprisingly, 18 states impose automatic penalties and 6 states require a tax payment or 
a bond before a case can be heard. Also, 24 different variations of a late filing penalty 
exist for corporate returns. However, 28 states have penalties that apply at the rate of 5% 
per month up to some maximum amount, varying from 5% to 50%. Additionally, only 3 
states impose a penalty for underpayment of estimated taxes that is equivalent to that 
for late filing, while 21 states indicate that an annual (or monthly) percentage rate is 
used that averages 12% annually but varies from 5% to 25%.
The same previously discussed groups (see previous section; note 1) that made recom­
mendations with respect to interest rates also made recommendations with respect to 
the penalty structure. One group recommended a late filing penalty of 5% per month 
up to a maximum of 25% and a failure to pay penalty of 1% per month up to 25%. 
Furthermore, a two-tier system for reporting penalties was recommended: a negligence 
penalty for intentional disregard of rules and regulations of 10%, and a penalty of 50% 
for fraud. Another group recommended a late filing penalty of 5% per month up to a
7
maximum of 25% and a failure to pay penalty of 0.5% per month up to 25%. Further­
more, a negligence penalty of 5% was recommended. Neither group provided for 
automatic penalties in its recommendations.
The Internal Revenue Service found a need in 1987 to undertake a study of its complex 
penalty structure. The study involved the convening of an executive panel of IRS and 
Treasury officials and the gathering of expert information and advice from IRS field and 
national offices and from outside organizations, such as the American Bar Association 
(ABA) and AICPA. This resulted in the release, on February 21, 1989, of the “Study of 
Civil Tax Penalties.”
The study established a basic philosophy for civil tax penalties, in that they “should exist 
for the purpose of encouraging voluntary compliance and not for other purposes, such 
as the raising of revenue.... Penalties exist to support the standard of behavior” expected 
of taxpayers. Among the basic principles established by the study was one that “support 
for the tax system and compliance are increased by the perception that the system is 
fair. For penalties, this means that similarly situated taxpayers should be treated simi­
larly and that the amount of the penalty should be proportional to the culpability of the 
taxpayer and the harm potentially caused by his behavior.”
Although generally finding the current IRS structure for failure to timely file (5% per 
month up to 25%), or to timely pay (1% per month up to 25%), and so on to be 
reasonable, the study recommended a progressive, three-tier system for accuracy penal­
ties. This was later adjusted in the Revenue Reconciliation Act of 1989 to become a 
two-tier system.
Finally, we note with interest the following Congressional administrative recommenda­
tions to the IRS that are part of the 1989 legislation:
• “The IRS should develop a policy statement emphasizing that civil tax penalties 
exist for the purpose of encouraging voluntary compliance.”
• “In the application of penalties, the IRS should make a correct substantive deci­
sion in the first instance rather than mechanically assert penalties with the idea 
that they will be corrected later.”
RECOMMENDATIONS
1. In the interest of fairness, equity, and simplification, we recommend that the use 
of automatic penalties be discontinued and that uniform penalty rates be 
adopted that match more equitably the particular action being penalized.
2. We recommend a progressive, two-tier system of accuracy penalties. Negligence 
(including failure to make a reasonable attempt to comply with the law) or 
disregard (including careless, reckless, or intentional disregard) of rules or regu­
lations, or any substantial understatement of income tax would be subject to a 
20% penalty. Fraud would be subject to a 75% penalty.
3. We also recommend that penalty rates be established for non-fraudulent late 
filing, at the rate of 5% per month up to a maximum of 25%.
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THE REPORTING TO STATE TAX 
AUTHORITIES OF FEDERAL TAX 
EXAMINATION ADJUSTMENTS AND 
THEIR EFFECT ON STATE TAX LIABILITY
DESCRIPTION OF PROBLEM
An audit by the Internal Revenue Service can often be a lengthy, unpleasant, and 
expensive process for the taxpayer involved. However, when the IRS audit is finally 
concluded and adjustments to the corporate taxpayer’s Federal return are agreed to or 
determined, the taxpayer’s troubles may be just beginning. The corporate taxpayer now 
faces the prospect of dealing with 50 different state tax departments, each of which has 
its own set of procedures, rules, and forms.
Forty-eight of the 50 states and the District of Columbia require a taxpayer to report to 
the state tax authorities when an IRS audit results in adjustments to the taxpayer’s 
Federal income tax liability.1 Time periods for making this report generally range from 
30 days to 2 years, with 2 states requiring that the report be made by the time the next 
state tax return is filed, one state having no specific deadline but requiring that the 
report be made “immediately” after the Federal change, and one state requiring a 
report but having no specific requirement as to when it must be filed. 2
Of those states requiring that reports be made, 16 do not specify the form that the report 
should take. Four states and the District of Columbia require a written report but do not 
specify its form. Twelve states require the taxpayer to file an amended state return, and 
many others suggest (but do not require) that an amended return be used as the report. 
Two states have their own special forms for this purpose. Thus, for a taxpayer doing 
business in all 50 states, a single change to the taxpayer’s Federal return can require that 
upwards of 20 different types of amended state tax returns or forms be filed with 
different state tax departments. Even assuming that the same form of written notice can 
be used in all of those jurisdictions which simply require a written notice, the taxpayer 
will also have to send notice to 20 or more state tax departments. These different reports 
have a variety of due dates and, even more importantly, have a variety of effects under 
the laws of various states.
1. Technically, some states’ reporting requirements may be triggered by changes to the 
taxpayer’s Federal return even if the Federal change results in no change in bottom-line 
Federal tax liability.
2. See Appendix C.
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Generally, the states have statutes providing that when a Federal change is reported to 
the state tax authorities, the state authorities are automatically given extra time to make 
adjustments to the taxpayer’s state tax return. In two states there is no automatic 
extension of the period for the state tax authorities to make an additional tax assessment. 
The time period in other states is extended by anywhere from 90 days to 5 years.
In some states, the report of an IRS change may not extend the time for a refund claim, 
even though it does extend the time for a state assessment.3 Thus, the states have a 
one-sided situation, wherein an IRS change can be beneficial to the state but cannot be 
beneficial to the taxpayer.
Without even beginning to consider the differences in substantive tax laws from state to 
state, it is obvious that a company doing business in all 50 states is presented with an 
administrative nightmare when a change is made to its Federal income tax return. That 
single change triggers a bewildering array of reporting requirements and deadlines 
among the 50 states. If the taxpayer complies with all of these reporting requirements 
and meets the various applicable deadlines, the taxpayer is then faced with up to 5 years 
of uncertainty about what the various states are going to do in response.
Of course, since the taxes paid to one state may, in some instances, affect the taxes due to 
another state, and since carrybacks and carryforwards may cause changes in 1 tax year 
to affect other tax years, the ultimate effect of a single Federal change may be a complex 
and convoluted chain of state and Federal tax adjustments spanning a number of years.
The problem is further compounded by differences among the states concerning what 
constitutes a Federal change that will trigger the reporting requirement for purposes of 
state law. For example, one state requires a report when an IRS audit is started.4 In most 
states, the signing of a Federal Form 870 or any similar form agreeing to the Federal 
adjustments will trigger the reporting requirement. However, under the laws of many 
states, it is not clear whether the time limit for reporting begins to run when the 
taxpayer or an authorized IRS representative signs a Form 870. Also, under many state 
laws, it may not be clear whether the time period starts when a Notice of Deficiency is 
issued by the IRS or when the statutory time period for challenging the Notice of 
Deficiency in the United States Tax Court expires. (Or, if the Notice of Deficiency is 
challenged in the Tax Court, it may not be clear whether the time period for reporting 
to the state begins when the Tax Court issues its decision or when the period for 
appealing the decision expires.)
An additional and important question under the laws of each state is whether the 
extended time period for additional tax assessments by the state applies only to changes 
based on the Federal change or operates as a general extension of the time period for the 
state to take action. Some states have taken the position that the Federal change keeps 
the taxpayer’s entire state return open for an additional period. Others assert that only 
the items adjusted by the IRS remain open during the additional period.
3. See Appendix C.
4. Kentucky.
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Obviously, this uncertainty and administrative complexity can be eliminated only by 
uniform state laws regarding the effect of Federal income tax changes. The benefits of 
uniformity and consistency are obvious. Equally important, as the uniform law is 
interpreted in various cases, a clear body of case law would develop and become 
available as a guide to taxpayers and tax collectors. A carefully drafted uniform law 
could and would also eliminate many of the ambiguities now found in various state 
statutes.
RECOMMENDATIONS
1. Standardize the time period for reporting a Federal change to state tax 
authorities.
Although existing state laws provide reporting periods ranging from immediately to 
within 2 years, the great majority of states have reporting deadlines of 30 to 90 days after 
the IRS change. By establishing a standard, uniform 90-day rule, businesses would be 
given the advantages of (1) a definite and uniform filing date and (2) a reasonable time 
period to complete the necessary documents. At the same time, the vast majority of 
states would receive the information they need about as quickly as they do now.
2. Define precisely when the 90-day period starts.
A uniform 90-day rule is useful only if there is uniformity among the states as to when 
the 90-day period starts. Therefore, the specific events that trigger a requirement to 
report to the state tax authorities must be defined. We believe that a logical and 
reasonable definition should encompass the following elements:
1. Signing a Federal Form 870 or other form consenting to the deficiencies or 
accepting the overassessments shown on the form. If an authorized Internal 
Revenue Service representative is required to sign the Form 870, the determina­
tion would not be final until notice of the signing is received by the taxpayer.
2. The expiration of the statutory time period within which to petition the U.S. Tax 
Court for redetermination of a Notice of Deficiency.
3. A signed closing agreement with the Internal Revenue Service under IRC 
Section 7121.
4. A final decision by the U.S. Tax Court, U.S. District Court, U.S. Court of Appeals, 
U.S. Court of Claims, or U.S. Supreme Court, or the date of court approval of a 
stipulation disposing of the case.
5. The allowance of a tentative carryback adjustment in accordance with IRC 
Section 6411 based on a net operating loss (applicable only if the state law allows 
net operating loss (NOL) carrybacks).
6. Payment of additional Federal income tax not the subject of a final determination 
described in items (1) through (5).
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This definition would cover substantially all of the situations that now require reports to 
be made and eliminate the currently existing uncertainty as to when the reports are 
required.
3. Provide a simple and uniform method for reporting the Federal change.
Differences in substantive law from state to state prevent the use of a single, standard­
ized, uniform reporting format. However, it should not be necessary for a taxpayer to 
completely revise numerous state returns after a Federal change. The states should 
allow a simplified report to be filed listing only the items changed at the Federal level, or 
directly affected by the Federal change, and their effect on the calculation of state tax 
due; the states should not require the taxpayer to file a completely revised state return.
4. Establish a uniform 1-year additional period for assessments and refunds based 
on the Federal change.
Only 14 states now have additional periods for assessment of 2 years or more. By 
establishing a uniform 1-year period, the ability of most states to collect taxes resulting 
from Federal changes will be preserved. At the same time, taxpayers will gain the 
benefits of certainty, predictability, and uniformity. Moreover, by making it clear that 
the same 1-year period applies to both assessments and refunds, the fundamental 
fairness of the system will be insured.
5. Allow only state changes based on the Federal change during the 1-year addi­
tional period.
After the normally applicable state statute of limitations has expired, a Federal change 
should not open the taxpayer’s entire state return to audit and assessment. During any 
extension resulting from a Federal change, only those items changed at the Federal level 
or directly affected by the Federal change should be open to change by the state. Of 
course, fairness dictates that this work both ways—refunds as well as assessments should 
be limited to items changed at the Federal level.
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TAX RETURN ORIGINAL AND 
EXTENDED DUE DATES AND EXTENSIONS 
OF TIME TO FILE
TAX RETURN ORIGINAL AND EXTENDED DUE DATES
Description of Problem
Appendix D indicates that 25 of the 45 states that impose corporate income taxes 
require that final returns be filed either on the due date of the Federal tax return or 
within a period less than 30 days after the Federal tax returns are to be filed. Although 
the majority of the states begin their income tax base definitions with line 28 or line 30 
of Federal Form 1120, many of the major items of income and deductions necessary to 
arrive at line 28 or line 30 are subject to modification by state statute. Of particular 
significance are the alternative depreciation methods and complex transactions that 
occur between members of affiliated groups filing consolidated Federal income tax 
returns. Because many Federal returns are filed at, or very near, the original or extended 
due dates and the state returns are so dependent on the Federal return, extra time is 
needed to prepare the state returns.
Further, the vast majority of states require that the modified tax base for multistate 
taxpayers be subject to allocation and/or apportionment under the three-factor formula 
of property, payroll, and gross receipts to determine the percentage of a corporation’s 
income subject to tax in a particular state. Much of the data needed to calculate the 
apportionment percentages comes from company sources outside the tax preparation 
function and is usually reconciled to the compiled Federal income tax return 
information.
Recommendation
State income tax return due dates should be changed so that there is a period of at least 
30 days after the Federal tax returns are due, including extensions, within which to 
submit state income tax returns. We wish to make it clear that the final tax payment, 
normally due with the filing of the return or the extension, can and should still be made 
on an earlier date with the filing of a separate fifth payment form (see discussion below); 
this recommendation deals only with the filing of the return.
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EXTENSIONS OF TIME TO FILE TAX RETURNS
Description of Problem
The effect of conforming to the Federal standards concerning extensions would be 
beneficial to both taxpayers and the states in reducing the enormous paperwork burden 
resulting from such a lack of conformity.
As Appendix D indicates, 24 states do not grant automatic extensions when a 6-month 
Federal extension has been obtained. With the exception of Arkansas, which grants only 
a 3-month extension, the majority of the states do grant extensions of at least 6 months. 
In addition, all states with the exception of Oregon appear to require the use of a 
separate state extension form, which must be submitted along with the Federal Form 
7004. One state appears to grant an automatic extension upon the Federal filing, but 
requires a letter of request in addition.
Many of the state extension forms also call for the submission, on their separate extension 
forms, of additional information that is extraneous because it is contained in the final 
state income tax return filings. Further, some state rules require requests in duplicate 
(with 1 copy to be returned to the taxpayer) and have alternative due dates other than a 
valid mailing date—receipt on due date, number of days after due date, etc. Such 
variances often cause the imposition of unnecessary penalties and result in controversy 
and correspondence; consequently, corporate taxpayers can be without extensions of 
time, despite having obtained a Federal extension of time and having made good faith 
efforts to timely file extension forms and remit state tax liabilities.
Additional diversity can be seen in the attempts by many states to combine the esti­
mated tax payment process with obtaining extensions of time. In these states, a taxpayer, 
at extension time, must not only insure that all taxes have been paid for the filing year 
but remit a percentage (typically 25%) of the prior year’s tax liability with the extension 
request. In those states, this 25% payment constitutes the first installment of estimated 
tax for the next tax year, with separate estimated tax forms used for the remaining 3 
installments. To facilitate implementing the extension period change, the estimated tax 
payment process should be separated, where necessary, from the return extension 
process. Corporate estimated tax procedures could be readily adapted to such a changed 
environment through a fifth payment procedure, whereby separate forms would be 
used for the first payment due for the current year as well as a last (balance due) 
payment for the previous year, currently paid with the extension.
Recommendations
1. Change state extension requirements to grant an automatic 6-month state exten­
sion (or 7-month extensions if the previous recommendation is not adopted) upon 
timely filing of Federal Form 7004.
2. Separate the payment of state income tax from the extension request by adjusting 
the estimated tax payment process to accommodate a fifth payment, as discussed 
above.
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STATUTE OF LIMITATIONS FOR 
ASSESSMENTS AND REFUNDS
DESCRIPTION OF PROBLEM
One need not spend an inordinate amount of time perusing Appendix E to conclude 
that there is great diversity among the states.
Diversity manifests itself most obviously in the limitation time period. Limitation 
periods range from as little as 18 months to as long as 5 years for normal returns. 
Substantial omissions of income must be assessed within 18 months in one state, while 
others allow up to 6.5 years. Most states assess normal returns within 3 years and 
substantial omissions within 6 years. Fraudulent returns and non-filing of returns result 
in some diversity; however, most states use an approach that is similar to the Federal 
rule.
This diversity becomes a trap for the unwary. There is no reason for not following 
current Federal rules in this area.
Diversity also manifests itself in other forms, such as the definition of substantial 
omissions of income. “Net income” or “taxable income” or “business income” or “gross 
income” or “adjusted gross income” are the various standards offered. In most cases, 
definitions are not given to cover all these terms. Taxpayers and auditors alike can be put 
to a disadvantage on this issue.
Some states tie the limitation period to the filing date of the return if it precedes the due 
date. This places a great administrative burden on both the taxpayer and state auditor 
alike.
For those states with limitation periods that exceed the normal 3-year period, it appears 
that these rules place undue administrative burdens on the taxpayer. In some states, 
records must be kept for 3 years, while in others, 4 or 5 years may be required. One 
standardized rule would assist taxpayers in these record retention duties.
Concerning limitation periods affecting refunds, some states want more time to find a 
mistake than they are willing to grant a taxpayer to make a similar finding. No objective 
reason, other than one of revenue, seems to exist for this inequity.
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From the taxpayer’s point of view, the only viable solution to problems resulting from 
diversity is to expend a great deal of time and effort in preparing a checklist. Another 
possible solution is to use the checklist supplied by one of the many tax publications. But 
even the various publications, at times, cannot agree on the correct rule in some states. 
When in doubt, one must check the state’s tax code or all 50 of them.
Another alternative is suggested by the following recommendation to provide 
uniformity.
Recommendation
The period for assessment of deficiencies and refund claims should be similar to the 
Federal rule for all states. For deficiencies, assessments must be made within 3 years of 
the later of the filing date or due date of the return. For substantial omissions, 6 years 
should be used. No limit should apply to fraudulent returns or returns that were not 
filed. Refund claims should be made within 3 years of the filing of an original return or 2 




The primary purpose of this discussion is to further the goal of developing a more 
uniform state administrative appeals procedure for the resolution of corporate income 
tax controversies. Secondarily, it lists a few of the strengths and weaknesses of the 
appeals procedures currently in place.
During the 1970s and particularly during the 1980s, the country witnessed a substantial 
increase in multistate business operations. For many taxpayers, the result of this phe­
nomenon has been a tremendous growth in their state and local tax liabilities and filing 
obligations. Along with this growth has come an increase in state tax audits and 
assessments and, therefore, taxpayer administrative appeals.
Each state has its own system for appealing or contesting these assessments, and in 
virtually all cases, the taxpayer must strictly follow the applicable rules or lose the right 
to appeal. From one state to another, however, the procedural rules differ dramatically. 
A taxpayer doing business in a number of states must, therefore, carefully keep track of 
these technical differences or risk losing substantive rights due to minor procedural 
defects in an appeal.
In order to alleviate this problem and to promote a fair, efficient, cost-effective, and 
quality review of the tax assessed, we suggest the adoption of a uniform system of 
administrative appeals.
GENERAL COMMENTS ON EXISTING SYSTEMS OF 
ADMINISTRATIVE APPEAL
Chart 1 accompanying Appendix F answers 7 basic questions related to administrative 
appeals. Chart 2 answers 2 additional questions relating to protest periods and prepay­
ment requirements. Though the various state administrative procedures discussed are 
substantially different in detail, in broad outline there are similarities among them. 
These similarities encompass a meeting with the audit supervisor and either one or two 
administrative hearings, followed by recourse to the state’s judicial system. What follows 
is a brief commentary on the strengths and weaknesses of the current appeals proce­
dures as described in the charts.
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Informal Conference With Audit Supervisor 
(Refer to Chart 1, Question 1)
All states allow a taxpayer to request an informal meeting with the auditor and supervi­
sor prior to the issuance of any proposed assessment. This simple procedure has a 
number of benefits and does not appear to have any detriments.
• It can provide for a cost-effective resolution of the issues; when the issues are not 
resolved, it is possible to at least narrow them so that the more costly administra­
tive procedures that follow are focused on fewer items.
• The informal meeting can also be used to better gauge the state’s position on an 
issue without fully exposing the taxpayer’s strategy to a hearing officer.
• Negative decisions have no value as a precedent for purposes of administrative 
appeal.
• Conferences can be quickly and easily arranged, providing the taxpayer with 
speedy access to a remedy.
The only weakness is not a weakness of the procedure itself but arises from the fact that 
many states do not, by statute or regulation, mandate a meeting. It is usually informal 
policy subject to the discretion of the supervisory staff.
Administrative Hearings 
(Refer to Chart 1, Question 2)
All states except Connecticut provide for an administrative hearing subsequent to the 
informal conference with the audit supervisor. (In Connecticut it is not mandated but is 
generally permitted.) Some states have one level of hearing prior to judicial review; 
others have two. In states that provide two levels, the first is generally informal, with 
relaxed procedures and rules of evidence, and the second is formal. The major strength 
of an administrative hearing is the relative speed of the process and its cost effectiveness, 
since rules and procedures are relaxed and in most states attorneys are not required. 
Other characteristics of administrative hearings will be discussed later.
Protests
(Refer to Chart 2, Column 2)
In order to request an administrative hearing, the taxpayer must submit a formal protest 
within a certain time period. In different states, the protest period may be as short as 10 
days or as long as 120 days. Often, however, the time is effectively shorter, because the 
period begins when the notice is issued by the tax authorities, not when it is received by 
the taxpayer. This can create a significant problem. If the taxpayer’s address has
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changed or if there is a delay in postal service, the appeal period could expire before the 
taxpayer actually receives the notice, therefore necessitating the payment of the assessed 
tax and the filing of a claim for refund.
Prepayment of the Tax 
(Refer to Chart 2, Column 1)
In most states, a taxpayer can proceed with an administrative hearing without prepay­
ing the tax. Six states (Iowa, Massachusetts, Minnesota,1 New Jersey, Tennessee, and 
Washington) require payment before any administrative review of the assessment. A 
prepayment requirement can create tremendous hardship. It may effectively deny a 
taxpayer the chance to appeal, since the taxpayer may be unable to raise the funds to 
prepay by the filing deadline, or prepayment simply may not leave the taxpayer with 
sufficient financial resources to pursue the appeal. Taxpayers can benefit from prepay­
ment since it stops interest from accruing while the case is being resolved; nevertheless, 
prepayment should be voluntary.
Taxpayer Representation 
(Refer to Chart 1, Question 3)
Question 3 addresses whether a taxpayer must be represented by an attorney in the 
administrative hearing. When a state has a two-level hearing procedure, the chart 
addresses only the second level hearing.
Thirty-five of the 45 states listed in the chart permit CPAs to represent taxpayers in these 
hearings. Many of those states do not have any restriction on representation at all. The 
other 9 states permit only attorneys to appear before their administrative bodies.
The major strength of non-attorney representation is cost effectiveness, which is 
enhanced when the taxpayer is represented by his or her CPA, who is already familiar 
with the taxpayer and the issues. Further, in many, if not most, instances an attorney is 
not necessary due to the informal nature of the procedure. However, in those few states 
where the judicial proceeding is based on the record established in the administrative 
hearing, representation by an attorney may be desirable.
Ex-parte Communication 
(Refer to Chart 1, Question 4)
Ex-parte communication is, in general, communication between the audit division and 
a hearing officer without the participation, knowledge, or notification of the taxpayer; it 
is permitted by 30 of the 45 states.
1. Minnesota has subsequently changed its law so that no prepayment is required.
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Some commentators have indicated that the strength of ex-parte communication is that 
it tends to facilitate the speedy and informal resolution of issues by permitting hearing 
officers to quickly gather needed information on a case by calling the auditor. However, 
this benefit is outweighed by the detriments of such a system. Ex-parte communication 
allows an auditor to influence the hearing officer’s opinion prior to the hearing and prior 
to any communication with the taxpayer. It also permits the audit division to urge 
rejection of a proposed resolution favorable to the taxpayer. Again, all this can happen 
without the knowledge of the taxpayer. This appears to be a major impediment to the 
fair resolution of tax controversies.
Exhaustion of Administrative Remedies 
(Refer to Chart 1, Question 5)
Thirty-three of the 45 states require that all administrative remedies be exhausted 
before the taxpayer may apply for judicial relief. The remainder permit the taxpayer to 
avoid one or more of the administrative procedures.
On the one hand, the ability to avoid administrative hearings provides taxpayers with a 
valuable option. On a case-by-case basis, the taxpayer can decide whether it is worth­
while, as well as time- and cost-effective, to utilize the state’s procedures or to enter 
directly into the judicial arena.
On the other hand, administrative procedures can serve as “issue framers.’’ They reduce 
the number of issues, thereby reducing the length of court cases in already 
overburdened judicial systems. Required administrative hearings can also assist the 
taxpayer in framing his or her issues and arguments for later court proceedings.
We believe that on balance, the taxpayer should have the option of determining its use of 
the states’ procedures.
Tax Agency Approval of Administrative Decisions 
(Refer to Chart 1, Question 6)
The states are almost evenly split on the question of whether the tax commissioner or his 
or her designee must approve the decision of the administrative body. Twenty-four of 
the 45 states give final approval to the commissioner. However, many of these states 
indicate that while the commissioner’s approval is statutorily mandated, in practice the 
decision of the administrative body is final. The remaining states either have an adminis­
trative body, which is under a different agency totally independent of the tax commis­
sioner, or place the administrative body in a separate division of the tax agency and 
statutorily, or through regulation, provide that its decisions are final. Idaho has an 
independent administrative body, but its corporate income tax jurisdiction is limited to 
amounts in controversy of less than $25,000.
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The major strength of an independent body is that it would not be the same entity that 
made the audit adjustment. In other words, the judge is not also the prosecutor. Further, 
an independent body provides a perception of fairness not present when the trier of fact 
is also the judge of fact. Additionally, the existence of a separate division or department 
probably facilitates the speed of the hearing process. It even provides a benefit to the 
taxing agency in that it allows the agency to better utilize scarce resources. The only 
weakness of an independent agency is its cost to the public. An independent agency 
needs its own facilities, legal personnel, and support staff.
Tax Agency Judicial Relief 
(Refer to Chart 1, Question 7)
This final question is closely related to the previous one and asks whether the taxing 
agency may file for judicial relief when the determination in the final administrative 
hearing is against the agency. Only 3 states—New York, Iowa, and California—seem to 
prohibit the taxing agency from appealing an adverse decision.
There are certain strengths in this prohibition. First, it discourages the state from 
pursuing a case, unless it feels strongly about it; therefore, there will be more settle­
ments. A frivolous or nuisance case will not be pursued if the agency judges the risk to be 
too high compared to the revenue benefit. The prohibition also provides a final decision 
within a reasonable time frame and assists taxpayers who do not have the state’s 
resources and could not afford to deal with the many layers of the judicial system.
The perceived practical weakness of precluding the state from filing for judicial review 
is that an administrative body could lean towards the state’s position, knowing that the 
taxpayer can still appeal the decision. This has been a criticism of the California State 
Board of Equalization in the past but has not yet been one in New York.
RECOMMENDATION
The goal of a uniform system of administrative appeal is to create a system that does not 
force taxpayers to be expert on 40 or more different sets of rules. Additionally, the 
system should both be fair and have an appearance of fairness. It should be cost-effective 
and provide speedy access at all levels. Finally, it should address the weaknesses of the 
existing systems and encompass their strengths.
Summary of Administrative Steps
1. Following receipt of Notice of Proposed Audit Changes, taxpayer is given 30 days 
to request a conference with the auditor and supervisor.
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2. Subsequent to the conference with the supervisor, taxpayer receives Notice of 
Proposed Assessment and has 90 days to file a protest and request an informal 
conference with a hearing officer.
3. Subsequent to the conference with the hearing officer, the taxpayer receives a 
Notice of Final Assessment and has 90 days to petition for a hearing before an 
independent tax tribunal.
4. Subsequent to the tax tribunal hearing, taxpayer receives Notice of Final Deter­
mination and may request judicial review.
5. Judicial review may be requested at any point during the administrative appeal 
process.
Further Explanation of Recommended Procedure
Conference With Audit Supervisor. After receipt of the Notice of Proposed Audit 
Changes, the taxpayer has a statutorily mandated right to a meeting with the auditor 
and the audit supervisor.
Informal Conference W ith Hearing Officer. If, after the conference with the supervi­
sor, a Notice of Proposed Assessment is issued, the taxpayer may request an informal 
conference with a hearing officer appointed by the Taxing Agency.
• The taxpayer shall have 90 days to file this request (protest). The 90-day period 
parallels well-established Federal procedures and would not unduly delay the 
collection of revenues by the state.
• The hearing officer shall have no other function within the agency.
• The officer may not communicate with the auditor on any matter other than 
matters of procedure.
• The hearing officer shall direct all technical questions to a technical advice unit on 
an anonymous basis. This unit shall not discuss with an auditor any question 
presented by a hearing officer.
• The hearing officer should have the power to settle and compromise on tax 
assessments based on hazards of litigation and collectability. This power shall be 
exercisable without the approval of the commissioner up to a certain limit. Com­
promises for amounts greater than the limit shall be submitted to the commis­
sioner for approval.
Establishment o f an Independent Tax Tribunal. If the issues are not resolved at the 
informal conference, the taxpayer shall receive a Notice of Final Assessment. This 
assessment may be appealed to an independent tax tribunal.
• The tribunal shall consist of members appointed by the governor or the state 
legislature.
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• The tribunal shall be independently funded. None of its financing should be from 
the taxing agency.
• The tribunal shall also be independent in resources. It shall have its own facility 
and legal and support staff.
• The members of the tribunal shall select administrative law judges to hear 
appeals. The judges could include both attorneys and CPAs.
• Ex-parte communication with the taxing agency shall not be permitted, unless a 
procedural matter is involved.
• There shall be relaxed rules of evidence and court procedure, and the taxpayer 
need not be represented by an attorney.
• All testimony shall be under oath.
• Cross-examination of witnesses shall be permitted.
• A transcript shall be maintained.
• Decisions shall be made within 6 months of the hearing and shall not require 
approval by the tax commissioner.
• The tax tribunal shall issue a Notice of Final Determination.
• The taxpayer may apply for judicial relief from a final determination.
• The tax commissioner shall not be permitted to appeal a final determination.
Other Criteria for Appeal
Taxpayer Representation. At any conference or appeal, the taxpayer may be repre­
sented by any of the following:
1. An attorney.
2. A certified public accountant.
3. A person enrolled as an agent under the requirements of Treasury Department 
Circular 230 or a similar state plan.
4. An officer of the taxpayer’s organization.
5. A full-time employee of the taxpayer (with power of attorney).
Prepayment of the Assessment. Prepayment of the assessment shall not be a require­
ment for appeal at any level.
Exhaustion of Administrative Remedies. Administrative remedies need not be 
exhausted. Taxpayers may avoid the state’s administrative procedures in their entirety or 
after any conference or level of administrative appeal.
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ALABAMA Same as Federal With Federal change
ALASKA 12% equally applied Legislative action
ARIZONA Same as Federal With Federal change
ARKANSAS 10% equally applied Legislative action
CALIFORNIA Varies by formula 
equally applied
Tied to prime
COLORADO 6% equally applied Rates change annually
CONNECTICUT 1.666% per month-payments 
.5% per month-refunds
Legislative action
DELAWARE 12% equally applied Legislative action
DIST/COLUMBLA 18% per year-payments
6% per year-refunds
Legislative action
FLORIDA 8% equally applied Tied to prime
GEORGIA 12% per year-payments
9% per year-refunds
Legislative action
HAWAII 2/3 of 1% per month- 
equally applied
No response
IDAHO 12% equally applied Legislative action
ILLINOIS Same as Federal With Federal change
INDIANA 9% equally applied Rate changes annually based on 
90% of prime rate of Indiana banks
IOWA 8.4%-assessments
9.6%-refunds
Rate changes annually on
January 1 based on prime rate 
for 12-month period ending 
September 30




INTEREST HOW DO INTEREST
STATE RATES RATES CHANGE?
KENTUCKY 8%-assessments
Varies by formula- 
refunds not equally 
applied
Rates change annually 
on January 1 based on 
October bank rates
LOUISIANA 15% equally applied N/A




MASSACHUSETTS 18% equally applied Statutory amendment
MICHIGAN 1% over prime-assessments 
9%-refunds
Every 6 months, based 
on prime rate








Based on prime rate
MONTANA 12% equally applied N/A





NEW JERSEY Prime + 5%-assessments
0%-refunds
Quarterly
NEW MEXICO 15% equally applied Legislative action
NEW YORK Varies-applies equally Set by Tax Commission, 
reviewed semiannually
NORTH CAROLINA 9% equally applied Set by Secretary of




INTEREST HOW DO INTEREST
STATE RATES RATES CHANGE?
NORTH DAKOTA Same as Federal With Federal change




OKLAHOMA 15% equally applied Statutory change
OREGON 11% equally applied Review by Director of 
Department of Revenue 
annually
PENNSYLVANIA Same as Federal With Federal change
RHODE ISLAND 10 3/4% equally applied Yearly
SOUTH CAROLINA Same as Federal With Federal change
SOUTH DAKOTA N/A N/A





UTAH 12% equally applied Legislative action
VERMONT 9.6% equally applied Changes annually based 
on the prime rate




WEST VIRGINIA Varies by formula 
equally applied








(1) Reproduced with permission from COST (Council of State Chambers of Commerce, 
Committee on State Taxation). State Adherence to Procedural Bill of Rights. Dated 1-13- 
89. (Results based upon survey of specific COST members, for rates effective as of 6-1-88.)
(2) "Interest Rates on Late Payments and Refunds." Reproduced with permission from 
Multistate Corporate Tax Almanac. 1989 Edition, Panel Publishing. (Results based upon 
responses to questionnaires mailed to state tax authorities.)
THIS CHART IS NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING 
WITH STATE TAX ADMINISTRATIVE PROCEDURES.
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WHAT IS THE PENALTY





IS IMPOSED ON 
UNDERPAYMENTS?
ALABAMA NO 25% of tax due No Response
ALASKA NO 5% per month, up to 25% 5% a month;
25% maximum
ARIZONA NO 5% per month, up to 25% 16% a year
ARKANSAS NO 5% per month, up to 35% 10% annually
CALIFORNIA NO 5% per month Statutory rate 
keyed to prime
COLORADO NO 5% plus 1/2% per month Determined
annually
CONNECTICUT NO Greater of 10% of tax 
due or $50
No Response
DELAWARE NO 5% per month, up to 50% 1.5% a month
DIST/COLUMBIA YES 5% per month, up to 25% 18% a year
FLORIDA YES 5% of the tax due per month, 
up to 25% maximum penalty, or 
$25 per month up to $150 if no 
tax due
12% a year
GEORGIA YES 5% per month, up to 25% 5% a year
HAWAII NO No response No response
IDAHO YES 5% per month, up to 25% No response
ILLINOIS NO 7.5% per month, up to 37.5% No response
INDIANA NO 10% 10% a year
IOWA YES None 8% a year
KANSAS NO 25% 18% a year
KENTUCKY NO 5% per month, up to 25% 10% a year of 
underpayment







WHAT IS THE PENALTY





IS IMPOSED ON 
UNDERPAYMENTS?
MAINE NO Greater of $5 or 5% per month, 
up to $25 or 25%
25% a year of 
underpayment or 
$25, whichever is 
greater
MARYLAND YES 25% of tax due 25% a year
MASSACHUSETTS YES 1% per month, up to 25% for 
late filing; 1/2% per month 
for late payment
None
MICHIGAN YES 5% per month, up to 50% Various
MINNESOTA YES 3% first 30 days; 5% each 
additional 30 days; maximum 23%
10% a year
MISSISSIPPI NO 10% of tax due 10% a year
MISSOURI NO 5% per month, up to 25% No response
MONTANA NO 10% of tax due N/A
NEBRASKA YES 5% per month, up to 25% None
NEVADA N/A N/A N/A
NEW HAMPSHIRE NO No response N/A
NEW JERSEY YES 5% per month, up to 25% No response
NEW MEXICO YES 2% a month, up to 10% 2% a month, 
maximum of 10%
NEW YORK NO 5% per month (5 months),
1/2% per month thereafter, 
up to 47.5%
Varies
NORTH CAROLINA NO 5% per month, up to 25% 3/4% per month
NORTH DAKOTA YES Greater of 5% or $5 Greater of 5% 
underpayment or $5
OHIO YES Greater of $50 per month, up to 
$500 or 5% per month, up to 50% 
of the tax required to be shown on 
the report less the tax paid timely
No response







WHAT IS THE PENALTY





IS IMPOSED ON 
UNDERPAYMENTS?
OREGON NO 5% a month for first three months; 
20% is added if more than three 
months late
None
PENNSYLVANIA YES 10% of first $1,000, 5% of next 
$4,000, 1% of remainder
No response
RHODE ISLAND NO 5% per month, up to 25% 5% a year
SOUTH CAROLINA NO 5% per month, up to 25% Same as Federal
SOUTH DAKOTA N/A N/A N/A
TENNESSEE NO 5% per month, up to 25% 5% a month; 
maximum of 25%, 
with exceptions
TEXAS YES N/A N/A
UTAH NO Greater of $50 or 10% of tax due 
if filed within 90 days; after 90 
days an additional penalty equal to 
the greater of $50 or 10% of tax due
The greater of 10% 
a year or $50
VERMONT YES 5% per month, up to 25% None
VIRGINIA NO 5% No response
WASHINGTON YES N/A N/A
WEST VIRGINIA NO 5% per month, up to 25%; plus an 
equal late payment penalty
Minimum of 8% a year 
based on prime
WISCONSIN NO $10, up to 60 days late, $20 if
60 days or more late
12% a year
WYOMING N/A N/A N/A
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SOURCES OF DATA
(1) Reproduced with permission from COST (Council of State Chambers of Commerce, Committee on State 
Taxation). State Adherence to Procedural Bill of Rights. Dated 1-13-89 (Results based upon survey of 
specific COST members.)
(2) "Interest Rates on Late Payments and Refunds." Reproduced with permission from Multistate Corporate Tax 
Almanac. 1989 Edition. Panel Publishing. (Results based upon responses to questionnaires mailed to state tax 
authorities.)
(3) "Estimated Tax Payments Requirements." Reproduced with permission from Multistate Corporate Tax 
Almanac. 1989 Edition. Panel Publishing. (Results based upon responses to questionnaires mailed to state tax 
authorities.)




State Data on the Reporting 













AL N/A N/A N/A N/A No
AK 60 days Written statement 3 years None Yes
AZ 90 days Amended return1 6 months Same, if agreement to 
State/Federal Extension
No
AR 30 days None specified 1 year As long as statute of No
limitations for assess­
ment open to commissioner
CA 90 days Notice to FTB,
amended return1
6 months Same Yes
CO 30 days Statement, amended return1
1 year Same Yes
CT 90 days2 Affidavit, amended 
return1
Reasonable time 
from receipt of 
affidavit or return
Same No
DE 90 days Amended return1 1 year 1 year No
DC 90 days Written report 180 days None No
FL 60 days Amended return 2 years 2 years No
GA 180 days Return 1 year Same No
HI 90 days3 Written report 1 year   Same No
ID Immediately Written notice and 
Federal schedules
1 year 1 year Yes
IL 120 days Amended return and 
Federal schedules
2 years 2 years No
IN 120 days Amended return 6 months None Yes
IA None Amended return with 
supporting schedules 
or copy of RAR
6 months 6 months No
KS 180 days Amended return, copy 
of RAR and reconcili­
ation and explanation 
of differences














KY 30 days4 None specified, 
copies of Federal 





LA 60 days Statement None None No
ME 90 days None specified 
amended return1
3 years 2 years Yes
MD 90 days Copy of complete 
Federal audit
1 year No limitations if 
protective refund claim or 
other notice filed within
3 years of return due date
No
MA 3 months Form 355 FC and 
copy of RAR
1 year from 
receipt of report 
or 2 years from IRS 
notice
1 year Yes
MI 120 days Amended return 1 year None No
MN 90 days None specified, 
amended return1
1 year Same Yes
MS 30 days Amended return 3 years Same No
MO 90 days None specified, 
amended return
1 year 1 year No
MT 90 days None specified, 
amended return1
Federal extension Ambiguous Yes
NE 90 days None specified, 
amended return1
2 years Same Yes
NH Next return 
due date
None specified 6 months Same No
NJ 90 days None specified 5 years None No
NM 30 days Amended return, 1 year 1 year Yes
written statement and 
copy of amended 














NY 90 days None specified, 
amended return1
2 years 2 years No
NC 2 years Amended return 3 years Same Yes
ND 30 days Amended return with 2 years 
copy of Federal amended 
return
Same Yes
OH 120 days5 Amended return, copy 3 years 
of RAR and explanatory 
letter
120 days No
OK 1 year Amended return or 
letter
1 year Same Yes
OR 90 days Amended return and 
copy of RAR or other 
explanatory information
1 year 1 year Yes
PA 30 days Form RCT-128-B and 
copy of RAR
1 year Same No
RI 60 days Supplemental return None 2 years No
SC 30 days Written notice None None Yes
TN Next return None specified, 
scheduled provided on 
return for change
2 year 2 years No
UT 90 days None specified, 
amended return1
6 months Any time open for 
deficiency
No
VT 30 days None specified, 6 months
amended return or letter
6 months No
VA 90 days None specified, 
amended return1
1 year 60 days No
WV 90 days None specified, 
amended return1
90 days 6 months Yes
WI 90 days Copy of final
Federal audit report, 
amended return6
90 days Same Yes
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Notes
1If amended Federal return filed.
2Later of 90 days or next return.
3Earlier of 90 days or next return.
4Time period applies also to notice of start of IRS audit and Federal extension.
5120 days after alteration has been agreed to or finally determined or any deficiency or refund has been 
assessed or paid, whichever occurs first.
6If amended Federal or non-Wisconsin State amended return affecting Wisconsin income filed.
SOURCE OF DATA
(1) Reproduced with permission from COST (Council of State Chambers of Commerce, Committee on 
State Taxation). State Adherence to Procedural Bill of Rights. Dated 1-13-89. (Results based upon 
survey of specific COST members, for rates effective as of 6-1-88.)
THIS CHART IS NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING WITH 
STATE TAX ADMINISTRATIVE PROCEDURES.
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AK 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y 4 - 7 1 0
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
AL 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y 2 0 -E
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
AR 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 5 / 1 5 0 5 / 1 5 Y A R 11 5 5
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 0 1 / 1 5
AZ 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y 120EXT
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
CA 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 N F B T 3 5 04
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
CO 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 N D R -1 5 8 -C
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
CT 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 3 / 1 5 0 4 / 0 1 N 208TA
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
DC 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 N F R -12 8
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
















DE 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 0 1 0 4 / 0 1 Y 1 1 0 0 T - 5
2n d  Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
FL 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 5 / 0 1 0 4 / 0 1 N F7004
2n d  Q t r 0 6 / 1 5 0 7 / 0 1
3 r d  Q t r 0 9 / 1 5 1 0 / 0 1
4 t h  Q t r 1 2 / 1 5 0 1 / 0 1
GA 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y I T -3 0 3
2n d  Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 0 1 / 1 5
HI 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 /2 0 N N -3 0 1
2n d  Q t r 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9/20
4 t h  Q t r 1 2 / 1 5 0 1/ 2 0
IA 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4/3 0 0 4 /3 0 N IA 70 0 4
2 n d  Q t r 0 6 / 1 5 0 6/30
3 r d  Q t r 0 9 / 1 5 0 9/30
4 t h  Q t r 1 2 / 1 5 1 2 / 3 1
ID 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 N 4 1E
2 n d  Q t r 0 6 / 1 5 0 6 /30
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
I L 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y I L - 5 0 5 B
2 n d  Q t r 0 6 / 1 5 0 6 / 1 5 I F  NO
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5 TAX
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5 L IA B IL IT Y
IN 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y I T - 9
2n d  Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 1 / 1 5
KS 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y E - 1
2n d  Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
















KY 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 N 4 1 A 7 2 0 -S L
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 1 / 1 5
LA 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y R -6 6 1 2
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
MA 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 3 / 1 5 0 3 / 1 5 N 3 5 5 -7 0 0 4
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
MD 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y I F  E S T I ­
MATED TAX 
PAID  & A P P L I­
CATION MADE
5 00E
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
ME 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y 112 0 E S-M E
2nd Q t r 0 6 / 1 5 0 6 / 1 5 I F  ESTIMATED
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5 TAX PAID  IN
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5 FULL
MI 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 N/A N/A N/A N/A
2n d  Q t r 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5
MN 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 3 / 1 5 0 3 / 1 5 N M -4E
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
MO 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y MO-60
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
MS 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y 6 2 - 3 2 5
2nd Q t r 0 6 / 1 5 0 6 / 1 5 I F  NO TAX
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5 L IA B IL IT Y
















MT 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 N/A 5 / 1 5 N C T -2 7 5
2nd Q t r 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5
NE 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 N 7004N
2 n d  Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
NC 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 N C D -4 19
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
ND 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 Y F - 1 0 1
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 0 1 / 1 5
NH 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 N R P -10 4
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
NJ 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 4 / 1 5 N C B T -20 0 T
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
NM 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 4 / 1 5 0 3 / 1 5 Y R P -2 7
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
NY 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 0 3 / 1 5 0 3 / 1 5 N C T -5
2nd Q t r 0 6 / 1 5 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5 0 9 / 1 5
4 t h  Q t r 1 2 / 1 5 1 2 / 1 5
NV 1 s t  Q t r 0 4 / 1 5 0 3 / 1 5 N/A N/A N/A N/A
2nd Q t r 0 6 / 1 5
3 r d  Q t r 0 9 / 1 5
















OH 1 s t  Q t r  
2 n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 1 / 3 1
0 3 / 3 1
0 9 / 1 5
0 3 / 3 1 Y
UPON
APPLICA TIO N
F T -112 0 E X
OK 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
0 1 / 1 5
0 3 / 1 5 Y
I F  NO
STATE
L IA B IL IT Y
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OR 1 s t  Q t r  
2 n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 4 / 1 5 Y






PA 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 4 / 1 5 N R E V -8 5 6A CT
R I 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 3 / 3 1
0 6 / 1 5
1 2 / 1 5
0 3 / 1 5 N R I-7 0 0 4
SC 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 3 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 N S C 112 0 T
SD 1 s t  Q t r  
2 n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 N/A N/A N/A N/A
TN 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 7 / 1 5
1 0 / 1 5
0 1 / 1 5
0 4 / 1 5 N 0 4 - 0 0 1 -
0 16 3
TX 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
















UT 1 s t  Q t r  
2 n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 4 / 1 5 Y
I F  NO TAX 
DUE
T C 559
VA 1 s t  Q t r  
2n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 4 / 1 5 Y
UPON
A PPLICATIO N
5 5 0 -E
VT 1 s t  Q t r  
2n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 Y 10 4 -X T
WA 1 s t  Q t r  
2 n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 N/A N/A N/A N/A
WI 1 s t  Q t r  
2n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 3 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 Y IC -8 3 0
WV 1 s t  Q t r  
2nd Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5




WY 1 s t  Q t r  
2n d  Q t r  
3 r d  Q t r  
4 t h  Q t r
0 4 / 1 5
0 6 / 1 5
0 9 / 1 5
1 2 / 1 5
0 3 / 1 5 N/A N/A N/A N/A
SOURCES OF DATA
D e l o i t t e  & T o u c h e ,  ( S e p te m b e r  1 9 8 9 ) .
THIS CHART I S  NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING WITH STATE 
TAX ADM INISTRATIVE PROCEDURES.
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Appendix E
Limitation Periods For 
Assessments and Refunds
JURISDICTION DEFICIENCIES REFUNDS CARRYBACKS
ALABAMA Same as fed., except
5 years for substantial 
omissions




ALASKA Same as fed. Later of 3 years 
from filing or 2 
years from payment
Same as fed.
ARIZONA 4 years from later of 
due date or filing 
date; otherwise same 
as fed.




ARKANSAS Same as fed., but from 
later of due date or 
filing date; 6 years 
for substantial omissions
Later of 3 years 




CALIFORNIA 4 years from filing date; 
otherwise same as fed.
Later of 4 years 




COLORADO 1 year beyond fed. 1 year beyond fed. No carrybacks 
allowed
CONNECTICUT Same as fed., but from 
later of due date or 
filing date
Same as fed. No carrybacks 
allowed
DELAWARE Same as fed., but from 
later of due date or 
filing date





DIST. OF COL. Same as fed., except
5 years for substantial 
omissions
3 years from 
payment
Same as fed.
FLORIDA 5 years after later of 
return due date and 
actual filing date
5 years from later of 




GEORGIA Same as fed. Same as fed. 15th day of 40th 
month after loss 
year
HAWAII Same as fed., but from 
later of due date or 
filing date
Same as fed., but 
from later of due 
date or filing date
20th day of 40th 
month after loss 
year
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JURISDICTION DEFICIENCIES REFUNDS CARRYBACKS
IDAHO Same as fed., but from 
later of due date or 
filing date; if fraud or 
no return, 3 years from 
discovery of facts
Same as fed., but 
from later of due 
date or filing date
15th day of 40th 
month after loss 
year
ILLINOIS Same as fed. Special rules 
for erroneous refunds
3 years from later 
of due date or pay­
ment date
3 years from, 
extended loss 
year due date
INDIANA Same as fed., but from 
later of due date or 
filing date
3 years from later 
of due date or 
payment
3 years from 
original loss 
year due date
IOWA Same as fed., but from 
later of filing date or 
extended due date
Later of 3 years 
from due date or
1 year from payment 
date
Loss year period 
applies
KANSAS 4 years from later of 
filing date or payment 
date
Later of 4 years 
from filing date or
1 year from assessment
Loss year period 
applies
KENTUCKY 4 years from filing date 4 years from later 




LOUISIANA 3 years from end of 
calendar year in which 
tax due
Later of 3 years 
from end of calendar 
year in which tax due or
1 year from payment 
date
Later of 3 years 
from end of year 
tax due or end 
of extended 
assessment period
MAINE Later of 3 years from 
filing date or due date
Later of 3 years 
from filing date 
or 2 years from 
payment date
Later of 15th 
day of 40th 
month after loss 
year or 6 months 
after end of 
extended assess­
ment period
MARYLAND Same as fed., but from 
later of due date or filing 
date
3 years from 
extended due date
3 years from 
loss year due 
date
MASSACHUSETTS Same as fed., but from 
later of due date or filing 
date
Latest of 3 years from 
unextended due date,
2 years from assessment, 




JURISDICTION DEFICIENCIES REFUNDS CARRYBACKS
MICHIGAN 4 years from later of due 
date or filing date
4 years from due date No carrybacks 
allowed
MINNESOTA 3.5 years from filing date;
6.5 years for substantial 
omission
Later of 3.5 years from 
due date or 2 years from 
overpayment
15th day of 45th 
month after loss 
year
MISSISSIPPI Same as fed., but from 
later of due date or filing 
date




MISSOURI Same as fed. Special rules 
for erroneous refunds
Same as fed. Later of 15th day 
of 39th month after 




MONTANA 5 years from filing date Later of 5 years from 
due date or 1 year from 
overpayment date
Later of 5 years 
from carryback year 
due date or 1 year 
from overpayment
NEBRASKA Same as fed. Later of 3 years from 





Same as fed., but from 
later of due date or 
filing date
3 years from due date No carrybacks 
allowed
NEW JERSEY 5 years from later of due 
date or filing date
2 years from payment Loss year period 
applies
NEW MEXICO Same as fed., but from end 
of calendar year in which 
tax due; 10 years for false 
returns, 7 for failure to 
file, 6 for substantial 
understatement
Same as fed., but from 
end of calendar year in 
which tax due
Generally same as 
as fed., but 




Same as fed. Special rules 
for erroneous refunds. 6 
years for certain omissions 
from minimum taxable income
Same as fed. Same as fed. for 
deficiencies; for 
refunds, latest of 3 
years from ext. due
date. 6 months 
after ext. assess­
ment period, or 2 




NEW YORK CITY Same as N.Y. State Same as fed.
NORTH
CAROLINA
Same as fed., but from 
later of due date or filing 
date
Later of 3 years from 
due date or 6 months 
from overpayment
NORTH DAKOTA Same as fed., but from 
later of due date or filing 
date (also applies to 
substantial understatement)
Later of 6 years (3 for 
N.D. corps) from due 
date or filing date
CARRYBACKS
Same as N.Y. State
No carrybacks 
allowed
3 years from loss 
loss year due date, 
including exten­
sions; carryback 
year period for 
deficiencies
OHIO Same as fed., but from 
later of due date or filing 
date
3 years from date of 
overpayment
OKLAHOMA Same as fed., but from 
later of due date or filing 
date
Limited to amount paid 
during 3 preceding years
OREGON 3 years from filing, 5 years 
for substantial omission
Later of 3 years from 
tiling date or 2 years 
from payment
PENNSYLVANIA Generally, 18 months from 
due date for filing
Later of 2 years from 
settlement date or 
payment date
RHODE ISLAND Same as fed. 2 years from payment
Carryback year 
period applies




Same as fed., but from 
later of due date or filing 
date
1 year from tiling date 
or from notice of 
additional assessment
SOUTH DAKOTA Gen. same as fed.; but if 
any part of income 
unreported or no return 
filed, 5 years from time 
return due
3 years from later of 
payment date and due 
date
TENNESSEE Same as fed., but from end 
of calendar year of filing
3 years from end of 
calendar year of filing
Loss year period 
for deficiencies; 
15th day of 40th 
month after loss 
year for refunds
30 days after fed. 
change is made
Loss year period 
for deficiencies. 
15th day of 39th 









JURISDICTION DEFICIENCIES REFUNDS CARRYBACKS
UTAH Same as fed. 3 years from payment
VERMONT Same as fed., but from 
original due date
Later of 3 years from 
due date or 6 months 
from receipt of fed. 
refund
Loss year period 
for deficiencies; 
15th day of 40th 
month after loss 
year for refunds
Loss year period 
applies
VIRGINIA Same as fed. Special rules 
for erroneous refunds
WEST VIRGINIA Same as fed.
Later of 3 years from 
due date or 60 days 
after final fed. 
determination
Same as fed.
Loss year period 
applies
Loss year period 
applies
WISCONSIN 4 years from filing 4 years from unextended For refunds, 4 years




Reproduced with permission from the 1988 Multistate Corporate Income Tax Guide published and copyrighted by 
Commerce Clearing House, Inc., 4025 W. Peterson Ave., Chicago, Illinois, 60646.
TH IS CHART I S  NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING WITH 




General Comments on Charts
A. These charts cover protest procedures for corporate income tax assessments.
While the procedures for protesting other taxes may sometimes be identical, the 
chart does not purport to address them.
B. Many states did not have a formal answer to Chart One, Question Four and the 
answer is based on informal internal procedures.
A "no” answer indicates that:
1. Any communication, other than on procedural matters, between an 
auditor and a hearing officer, is prohibited;
or
2. It is not prohibited, but the taxpayer must be made aware of the 
contents of any communication.
C. In Chart One, Question Seven, "N/A" can mean, besides its usual meaning, that, by 
statute, the commissioner or his designee may appeal a final decision, but since the 
commissioner has approval over all final decisions, the appeal power would never 




1. May the taxpayer request an informal conference with the auditor and audit 
supervisor to discuss the proposed findings?
2. Does the taxpayer have a right to an administrative hearing, either formal or 
informal, subsequent to the conference with the supervisor, but prior to judicial 
review?
3. May representatives, other than attorneys, represent the taxpayer in administrative 
hearings? When a state has a two-level administrative hearing procedure, the 
chart addresses the second level hearing only.
4. Does the state permit "ex-parte" communication between the hearing officer and 
the auditor?
5. Must all administrative remedies be exhausted before the taxpayer may apply for 
judicial relief?
6. Are determinations made in the administrative hearing subject to approval by the 
commissioner of the taxing agency, or his or her designee?
7. May the taxing agency file a judicial appeal when the decision in the administrative 
hearing is against the agency?
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Chart 1
STATE ADMINISTRATIVE APPEAL PROCEDURES
1 2 3 4 5 6 7
ALABAMA Y Y Y N Y N Y
ALASKA Y Y Y N Y Y N/A
ARIZONA Y Y Y Y Y N Y
ARKANSAS Y Y Y N Y Y N/A
CALIFORNIA Y Y Y Y N N N
COLORADO Y Y N N N Y N/A
CONNECTICUT Y N Y Y N Y N/A
DELAWARE Y Y Y Y Y N Y
FLORIDA Y Y Y N N Y N/A
GEORGIA Y Y Y Y Y Y N/A
HAWAII Y Y Y N N N Y
IDAHO Y Y Y Y N N Y
ILLINOIS Y Y N Y N Y N/A
INDIANA Y Y Y Y N Y N/A
IOWA Y Y Y Y N N N
KANSAS Y Y N N Y N Y
KENTUCKY Y Y N N Y N Y
LOUISIANA Y Y Y N Y N Y
MAINE Y Y Y Y Y Y N/A
MARYLAND Y Y Y Y Y Y N/A
MASSACHUSETTS Y Y N Y Y N Y
MICHIGAN Y Y Y N Y N Y
MINNESOTA Y Y Y Y Y N Y
MISSISSIPPI Y Y Y Y Y N Y
MISSOURI Y Y N N Y N Y
MONTANA Y Y N N N N Y
NEBRASKA Y Y Y Y Y Y N/A
NEW HAMPSHIRE Y Y Y N Y Y N/A
NEW JERSEY Y Y Y Y N Y N/A
NEW MEXICO Y Y Y N Y Y N/A
NEW YORK Y Y Y Y Y N N
NORTH CAROLINA Y Y Y Y Y N Y
NORTH DAKOTA Y Y N Y Y Y N/A
OHIO Y Y N Y Y N Y
OKLAHOMA Y Y Y Y Y Y N/A
OREGON Y Y Y Y Y Y N/A
PENNSYLVANIA Y Y Y Y Y N Y
RHODE ISLAND Y Y Y N Y Y Y
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Y Y Y Y Y Y N/A
Y Y Y Y N Y N/A
Y Y Y Y Y Y N/A
Y Y Y Y Y Y N/A
Y Y Y Y N Y N/A
Y Y Y Y Y Y N/A
Y Y N Y Y N Y
Y = Yes
N = No
N/A = Not Applicable
SOURCE OF DATA
Ernst & Young (as of January, 1989)
THIS CHART IS NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING 




TAX PAYMENT OR BOND 
REQUIRED PRIOR TO A 
BOARD OF TAX APPEALS
OR SIMILAR PROTEST
STATE ENTITY HEARING PERIOD
ALABAMA NO 30 Days
ALASKA NO 60 Days
ARIZONA NO 90 Days
ARKANSAS NO 30 Days
CALIFORNIA NO 60 Days
COLORADO NO 30 Days
CONNECTICUT NO 30 Days
DELAWARE NO 90 Days
DISTRICT OF COLUMBIA NO 30 Days
FLORIDA NO 60 Days
GEORGIA NO 30 Days
HAWAII NO 30 Days
IDAHO NO 30 Days
ILLINOIS NO 45 Days
INDIANA NO 60 Days
IOWA YES 60 Days
KANSAS NO 30 Days
KENTUCKY NO 30 Days
LOUISIANA NO 15 Days
MAINE NO 15 Days
MARYLAND NO 30 Days
MASSACHUSETTS YES 30 Days
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TAX PAYMENT OR BOND 
REQUIRED PRIOR TO A 
BOARD OF TAX APPEALS
OR SIMILAR PROTEST
STATE ENTITY HEARING PERIOD
MICHIGAN NO 20 Days
MINNESOTA YES 30 Days
MISSISSIPPI NO 30 Days
MISSOURI NO 60 Days
MONTANA NO 30 Days
NEBRASKA NO 90 Days
NEVADA N/A N/A
NEW HAMPSHIRE NO 30 Days
NEW JERSEY YES 30 Days
NEW MEXICO NO 30 Days
NEW YORK NO 90 Days
NORTH CAROLINA NO 30 Days
NORTH DAKOTA NO 30 Days
OHIO NO 30 Days
OKLAHOMA NO 30 Days
OREGON NO 30 Days
PENNSYLVANIA NO 90 Days
RHODE ISLAND NO 10 Days
SOUTH CAROLINA NO 30 Days
SOUTH DAKOTA N/A N/A
TENNESSEE YES 30 Days
TEXAS* NO 90 Days
UTAH NO 30 Days
VERMONT NO 30 Days
VIRGINIA NO 90 Days
*Applicable to Texas Franchise Tax
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(1) Reproduced with permission from COST (Council of State Chambers of Commerce, Committee on 
State Taxation). State Adherence to Procedural Bill of Rights. Dated 1-13-89. (Results based upon 
survey of specific COST members, for rates effective as of 6-1-88.)
THIS CHART IS NOT TO BE USED FOR RESEARCH PURPOSES OR FOR COMPLYING WITH 
STATE TAX ADMINISTRATIVE PROCEDURES.
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